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Overview -
relview
As the Soviet Union completas the first Year of 1ts new

‘1W;inve—year pian,';he_ééonomy'has'turned sour before the long

gélns hévé‘}ed@ced industrial growthAshafply. Because Prospecrs
for raising Productivity are poor, GNP groﬁthxqay well be limited

tb'i-z percent on avefage'by the m13~19805.

- 1nvestment, maintain growth in defense Spending at rates of :the

.péét; and rgisé the standard of living. Simply Stateq, Something

will have o give, e e s

e T —— Pl il e C W -
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4

Qj S cfédxts Wwill i1ncrease greatly. Western lmports would help
planners deal with the basie problems_eonfrontlng the Sovier

economy diring the 19803~—dec11n1ng pPOdUCtIVlty and resource

Stringencies, Imports of Western Plant ang tquipment, though now
only about 5 percent of toral domestic Investment, make 5

dxsproportlonatcly large coniribution since their productivity ;s

-

<

| ‘ 200142 .
‘ Approved For Release 2006/05/25 : CIA-RDP84B00049R0013031 : ‘




Approved For Release 2006/05/25: CIA-RDP84B00049R001303120014-2'

Substantlaliy higher than S§v1et-designed equipment. 'Large food -
-1mports will be required to mal;taln consumer}norale and _ -
encourage labor pfoductzv1ty during the 1580s.
1Mf.j._ ,'f;, ~Sov1e' leaders, however, would be very unllkely to chance RS
- thexr forelgn pollcy 10 Ward off the threat of a western economic - ]
:ac::::rr:embargcttfThey"ﬂb*no% bETTEVE'Suchla coursefwoqu”be econmnxcallyl'
o necessary or polltlcally fea51b1e. Whlle a denlal limited to US-;
'origln equipment and technology would be disruptive in the short
'térm; other'WesternWand some East European equipment and
'technology.would be’adequate'substztutés. Only 1f the USSR were
denied access to most Western equipment anad technoﬁogy fqr an
-extgpded peflod would the Soviet economy suffer suﬁstantial-
damége. Politically, changing Soviet foreign poliecy to get
Western goods would be viewed as appeasement and would undermine
the position of anyone who might recormmend 1t.

The Current State of the Soviet Economv

"s{

As the Soviet Union completes the first year of i1ts new five

vear plan, ;he »conomy haskﬁurtgq_sgur befora. the long

. B e WP S,

i btparwd 12001 and eQersy 9.071 havz comte 1nto pilay. AE
avéraglng close to 4 percent during most of the 1970s, CIA: -
measures of the average annual rate of GNP growth fell to just 1
percent ducing 1979-80., Only a weak ;ebound 1s expected this

year. - -
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'-ﬂr"*ﬁnxlllon"tons“iess than last year s poor crop. Because-meat S
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Agriculture

Agriculture has been Moscow's biggest headache. The Soviers - °
have now suffered their third SLF&IGHI h&fVaSL fallure- Ve

estzmate that the graln erop will be- about 170 nullxon tons,‘i’7f$:f€

| *productxon and the OUtput of most other crops are expected to’  %Q5;;$
fexceed last year s depreqsed level however, total famn outpui‘?3f}-¥i
should lncrease sllghtly compared with last year. N9vertheless,. 
output will stxll fall short of the 1976 level. | | |
.1 While the odds are that the weather will be better-next
year, a return 1n the comlng decade to the unusuaily favorable
weather patterns that existed from the mid—SOs to the mid-70s
Séems unllkely.; Réther, the somewhat harsher conditions that
prevarled for 20 years prior to the mid-60s are likely 1o bé the
rule. In this ehvxronment thé galné in agricultural outpur that

' accruad between the m1d-60s and mid-70s--largely the result of

:r

good weather——w111 be nearly 1mposs;b1e 1o achieve in the 1980s

»

)I

o e

dalxvery of machxnery anéwféerE;Ze@ Lo agrreul ture.
Industry
While agriculture has grabbed most of the headlines,
tndustry also has been doing poorly. dlore than halfway through
1981, growth 1n almost every major séctor.;s running behind the-

pace of a year ago. Civilian industrial ouiput grew by less than

3
S~ Approved For Release 2006/05/25 : CIA-RDP84B00049R001303120014- 2- N

SECQFT ) _ ) N 25X1




{'feste
N el and constructlon materlals sectors (Table 1) has had a.
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2 | P - . L
1/2 percent in fxrst half 1981 compared with first- half 1980 -
In t |

B he postwar ‘beriod, only the 1979 first-half showing was

worse,

oo La 1 ' ' BT S
- gg1ng output of 1ndustr1a1 materlals 1s a nm;or reason fo S
r -

'che econo
my s malalse. An abrupt slowdown in the growth of the

'fdeclded effect on new f1Xed 1nvestnent whlle Shortages of
4nonferrous materlals lumbep, and paper have become increasingly
eyldent. . . | ; . -
Growth of Sovxet energy product101 also gas :slowed. After
aVeranng almost S percent during most of the 1870s, prlmary
'énervy productlon should fall to less than 3 percent this year
011 output has been almost stagnant for the past year, while coal
output~—whxch peaked at 724 million tons In 1978--wi11} probably
declxne o 710 mllllon tons this year. Only gas continues to do

Well ‘the USSR should have little trouble in reaching 1ts 1981

productlon goal of 16. 2 tPllllOH feet. Meanwblle spot fu 1
=

PN 3..-'._.~ .‘ -L ‘/ = s ACA e . R ——‘"i e ('"v e r LY‘ = -ML --'J B .’ s s \F} T
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a '" A 1
re Stepplng UD tht‘l[’ effol‘ts to INcrease the efflClenC
0
ene gy 3 \ P [}'t} a
T Use 1n tht? eCconom y Can lpal ns OI thls kllld 1n D Q{
thb‘ f{lllt‘.n Ia[ shor T Of []l&)ll [dIC‘ECS
he *h 'y e mil Lé
I mdthnt‘[ Sector the fOundatlon Of the USSR,S 1 w

and C1 ¢ ] p .. - p LA - v
! - [< ar
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Table 1
: . USSR: Averacre Annual Percentaa'e Rates of Growth
_ s R of Industrlal Productmn . )
i 1961 65 1955-70 1971—75 1976-80
' -VTo-ta_l.I.ndhu'stry. S 6.6: 6.3 5.9 3.4
Industnal Matenals 6.8 .8 5.4 2.6
- Ferrous metals . 7.2 5.1 40 .11
Nonferrous _ - !
. metals 7.8 7.4 - 5.9 2.8
~ Chemiecals 12.0 8.9 8.6 3.9
" Construetion ' |
materials 5.4 5.7 5.4 1.8
Wood, pulp, : ,
and paper 2.6 2.9 2.6 0
~ Fuels 6.3 5.0 5.0 3.3
, Electric powsr 11.5 7.9 7.0 4.5
I e e o e ey ST TR R
© Civilian 8.9 8.2 9.0 5.8
Military 4.1 3.6 4.5 3.4
nsuner Nondurables 4.8 6.4 3.4 1.6.
Light industry 2.6 7.2 2.7 0.7
Processed foods 6.8 5.9 3.9 6.7
<
5
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Sector of 1indusiry in the past several years. But ‘even the

_A4 percent per year in 1980 o ' -'_"T— o ':f’ ‘h~§;~ ;;%'
Underlylng the economy s.pbor éhowxng is tﬁe cont;nulnv
::élowdown ln the growth of labor productzvrty. Productlvxty 1;
1ndustry, for example,'durlnc the flrst Si1x months grew at an
"annual rate of less than 1 1/2 percent~-almost one—thzrd Iess
‘than in 1979-80 and far below the 4 1/2 percent averade targeted
for the 1981-85 plan. |

Output and Product1v1ty in Soviet Industry
(average annual Percentage change)

1951-60 1961-70 1971-75 1976-80

Output 9.2 6.4 5.9 3.4

Manhours worked 2.6 3.0 1.5 ’ 1.6
Labor productxvxty 6.4 3.3 4.4 1.8 <

. A

-l

The rlsxnv cost of explo1t1no rawxnaterxﬁls explains part of

the slows=r zrowth of 1“dustrta1 O“ﬂdUCZiV!ZV$ Thz gualicy o0 A
. R AR - T I S - - P e . : Fpon "-_,';-.», — * - R
*EMW“““**ﬁn?EbaL ufpn;L JmuLowh*&rr‘cdﬂfm"ﬁﬁﬂrﬂﬂbL&ﬂneo,.dﬁd.mlqekals

- energy, and timber must be obtained from remote areas, notably
Western Siberia. Decllnzng rates of growth of investment inp the
cconomy genecally have also affected 1ndusiry. Whereas fixed
capitai In 1ndustry 1inereased by 11-12 percent per jear in 1951~

65, this growth dropped to 7 1/2 percent per year in 1976-80.

T . ENY

: . - -
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-”;trequlrements of defense 1ndustry, acrlculture,'and energy semn to

Meanwhlle,'shortages of basie materzals, such as steel and

cement, have become much more Serious . 1n recent years, creating

“"bottlenecks throuahour Lﬁe LCOHOW] and dlsruotxnc and 1n some'
cases, haltlng construetlon actlvxty and 1ndustr1a1 operatxons-

- Sov1et planners, 1n trylng to prov1de for the rxslnv xnvesunentﬁ- ;

\,.,,_' g
PR - - IRl i

have shortchanged some branches produc1ng cr1t1ca1 industrial

“materlals.. Economlc plans were made con51stenr on paper only by»~ ]

decreelng uhrealxstxcally large efflclency gaxns in these lower— T
}
prlorlty sectors ;

Capltal Formatlon )

Sovxet planners~~11ke thelr counterparts in other Warsaw
Pact countrles-—have apparently szngled out fixed cap:rtal
Invesiment to bear the brunt of dealing with tzghtening ecoﬁomic
constraints.‘ Flwed investment 1in 1981 -85 1s slated to grow at an

"average annual rate of onlj 2.4 percent Indeed there have been

recent 1nd1cat10ns that alreadv modest investment plans are

R N
AT easegd

underzorneEafurch o SEmEEs s T

nbréQfébzdfy—~7'pa;;énrApef“yeaf-;n-196”—T5 and 3 172 ﬁefeent ]
annually 1n 1976-890.

The 1nvestment slowdown will affect most parts of the
cconomy. In particular, bottleneek Sectors needing more

Investmeni like steel, transportat1on, and cxvxlxan machine

building are not Itkely 10 receive nearly as much as they

) , 7
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. require. - Only energy 1s slated for a sharp rise in 1nvestment

. w111 not have a sharp 1mpact on economic growth in the near

"~ the 1nvestment de0131ons taken now are bound to reduce the growth-

of flxed capltal in° the economy consxderably.

" Approved For Release 2006/05/25 : CIA-RDP84B00049R001303120014-2°

funding while defense procurement aoparently wzll _eontinue to

1necrease at past rates. ' S

Slower growrh in xnvestment—~or even falllng lnvestment--

'term. Bven thh reduced aneStment flows, the capltal stock wxll'

contxnue o grow falrly rapxdly for a time. But by the mid- 19803

.

Forexgn Trade‘

Until recently the USSR also has been able to use fore1gn
trade to offset some domestie shortfalls. Capltallzlng on . rlslng

enervj and gold prices as well as rising arms sales Soviet hard

_eurrency earnings reached a record $30 billlon last year. As a

. tne West .

S e = e gt

result Moscov was able to greatly inerease its purehases frmn

§ Net food 1mports cllmbed from rouchly $5 5 billion in 1978

— S T e T 4L R T ".=°““"‘-"‘j‘ﬁi— e TR S S
e -~1m__.;:;w,ﬂxa_am:*3ern&err5L*v;.nrll FOMES PR rST cEs s o ~LJTTC"‘“"*’*‘“‘“““ -
purchases now account for almost nali of Soviet hard

currency mports. Without this support the Soviet diet
would have deterrorated seriously.

o lwported steel--mainly 59301a1%§ Steels and large diameter
steel pipe--has likewise offset shortfalls in domestic

production. Deliveries totraled roughly 18 million tons n

SFCQFT

R
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7¢M+ﬂ¥4¢iv suppllers haVe allowed stepped-up 1nVesunent and ‘

'531986 or 1987 at. the earliest. . I

5 'j;-;-‘i;:,i",y‘ua‘s"‘ \r(F)w{—"(’r‘Ff“ ‘rrr"“u‘L 5B " TR o 1 :"!'55,;/ Af"'L II}.TZ‘.L“-/' Laniraces T

B " Approved For Release 2006/05/25 SGRSEdP 4B00049R0¢1303120014-2. . - e

s e e TR S L

'1980-—10 percent of Sovxet productxon of rolled steel in

“that year

o APurChases of equxpment and- tubular steel Plpe frmn forelgn

Tl ke

’*‘exploxtatlon of crltlcal energy resources.'A“i ﬂ ::f-f-ff"-7“

.Lf:Thxs year, hOWever, Moscow s’ trade p031t10n has taken a turn .
for the worse.‘ The comblnatlon of record hlgh avrxcultural
~ trade defxcxt to $5 b11110n and leave Mchow wzth little if any

surplus in 1ts current account balance. Nor are the hard

‘currency prospeets brlcht in the 1nmed1ate years ahead Oii
‘exports earnxnvs w111 be squeezed by stagnant or falling

productlon PISIHg domestlc consumption, and——p0351oly~—weak
prices. Thc Slberlan gas pipeline--the only potential Iarge

earner of forelgn exchanve-—w1ll not be fully operatxonal untxl

Some Potential may exist for 11cre»szn~ arms sales (lasrt

e TR e L ST LT LT

order books), but the exXport outlook for other Sovier products xs-
mdch gloomier. Sales of”cqviiian'machxnery and equilpment for
hard citrrency have nlateayed anda may 1" fact _fall, wnile eXporcs
of wood, metals, and non—fuel_mznerals'are €Xpected to grow .

11ttle 1f at alil.

v . -~

L
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The year 1981 marks the thzrd consecurive year of inereasipe
O

" "Tood shortages, mostly 1n the Aarea of quality foods—-meat and
dairy products. Ratxonxnv of these 1tems, mostly n the fomnkofaf'7#

xnformal purchase 11m1ts, has becone 1ncre351n01y frequent and A

wxdesoread 51nce last wxnter. Factors other than ‘The rather

small drop ln the per caplta avallablllty of food supplies -
>

however, have forced the government to act' \namely, Iarve—scale-
d1versxons from the retall food network the malntenance of fzxed-

prlces n state reta11 outlets, and growing demand generated by

| waﬁe 1ncreases.
Whatever the céuse of the shortages, the consumer's mood is
geoerally onevof.pe531mism and resigned acceptance. Although
some work stoppages have occurred this Year, Soviet worﬁers are

st111 a long way from ventlnd their dlSS&Tlaf&Ctlon as the POIISh
e
workers have._ To dlmlnlsh the potentxal for labor unrest, the

leadershlp has allow=d the pr 011 eration of sopeecral food

‘Y’:"‘T“"“[“)l ,_t‘h-__. ').r..- y e -
>k (S 4 . Loz BRI X S N e e ¢ -
¢ 3 [ et Jf:. mc 8-> oS L‘m o;-w--v:)e s )OV* S

ellte, these Systems have become common at the faetory level .

The enconrd"ement of special food dirsiribution, coupled with the

traditional stoicism of the populace, has been enough 1o maxnt 11
Ca

labor peace. ITn effect, the leadershlp has shifted the worsrt -

burden of the food shortage to social groups Ii1ke the elderly who

are least likely to protest.

O >

N - .
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”hfhas en]oyed substantxal 1mprovement 1n Izvxnw Standards durlng RREEE
,—Zﬁthe 19608 and 19703, any 1nterrupt10n ln these galns is Ilkefy tiu

fegfreduce worker motlva;lon and hence productlvxty. The leadershlp

Approved For Release 2006/05/25 CIA RDP84BOOO49R001303120014 2.

The mOST serious consequence of the slowing growth in - -

consumer welf - ] v i3 ]
r welfare from,the,leadershlp's point of view i3z its

impact on labor producL1v1ty. Wea expect per caplta consumptxon

% D

to stagnate durlng the mxd to- late 19805. For a populatzon that

e

;13 countlng upon labor productlvxty galns to obtaln 90 percent of
the growth 1n lndustrlal output and the entire growth in .
agrlcultural output ln the current Five-Year Plan. ]Moscow thus
faces a dilemma. It 1§ relylng upon a stratevy of promotlnv -

eefflclency and product1v1ty throughout the economy rather than'
more 1nvesiment ;o restore past rates of economic growth and
boost consumer welfare. But unless the'leadnrshiﬁ provides
suffxcxeﬁt 1ncreases in quality foods and Goods now to a labor

A:fo?ce }esa w;lllnw to defer materlal satlsfactxons to the futnre,i

we do not thznk thxs strategy will Work.

Leadoers n17 Qe:jom:»

B - PR ——— oL - . o e : e T

._po far the leaderaﬁlp S response to growing economxe
difficulties has been cautious and conservatlve- We have seen
for example £ T irt

ample, no sign of an effort to curb milrtary outlays ro
boost the crvilian economy. Physieal indicators of future levels

of defense spending--sueh as programs 1n training anad lnvesﬁnonf

n defense production and R3D facilities-~-point to continued “ééi

- . -

x
Y N 1 1 ] R . )
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:f:_L_grOWthhoi,ebput_iﬂpercéni?per year. ‘Nor has the Polltburo taken

any 51gn1f1cant steps .1o change. zﬁu system of planning and Cee e sl
-~ management_ To. cope‘thh the economic slowdown. . The planﬁers*.;g;- e

" main concessxon to the resource b1nd has been to cut 1nvestment—-f$é4

-

-;;-‘~>-growth durlng 1981 85~to the lowest rate in the postwar perxod’“’”~

ILThe leadershxp clearly recognlzes that the eeonmnlc ;nf‘ﬁ.e“?“*

®

sxtuatxon 1s SePIOUS‘ Presxdent Brezhnev has been soundlng th1s-;

PRERINE

1”theme sinee’ the late 19705.: Ev1dence of the Ieadershyp s rising
'conCern 15 reflected in thelr attembt to’iﬁp;ess!the elite ﬁitﬁ~
.the serious nature of the economy ] problems. In August 1979 a
hxgh level official of Gosplan was sent to address senior fore1gn
hlnlstry offlclals.on."Problems of Economie Development;" ~He
candzdly described fhe large drop 1n labor broduefiVIIy and‘the
shortage of capital and manpOWer. The.gloomy nature of the

' dlscus»lon was unexpected and reportedly upset the audience.

_7From December 1979 to February 1980 a seriles of’ meetzngs wass
'held, this time fer a group of 300 1ead1ng academ1c1ans of the

LT T TSSOy e TACademy 0 IS e BRGE S . SBEALOT ZOUSI MR E QLD oA LY rwealet

T T

.~ that the economy was suffering "very serious problems" and in an

unprecedented move asked for suggestions and advice.
Nonerheless, the Ieadership's reluctance to adopt new
policies on resource allocation or economic organization also

partly reflects a less pessimistic view of the economic situation

than our own. They tend to believe that present policies

12
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" designed to mmprove planning and stimulate technological progress

TN R .

-will be~succeésfuilevéntuaii§.w fh~é&d;fzén; Soviet Ieadars

e belleve that some. aof thelr problems are- tran51tory. Théy _T~f

PR »jl~~:apparent1y belxeve, “for example, that. e " §~-i.4A‘Qf;_

_%fe;;;;;;;ee;o73demograph1c trends W111 lead to an upturn in the lab0r~;

nzletﬁj”supply 1n the 19905,' T o

B R < better weather and greater efflcxency will restore vrowth
' in fann output and help solve the food problenn
o"lncreased productlon of gas and conservatlon w:ll more

then offset any stavnatlon in 011 ploductlon in the years

. A L ahead and }:
o new technologlcal f1Xes and breakthroughS'WLII lmprove
economic performance- and product;v1ty.
More generally, they tend to make their ECONOMIC asSessments in
comparatxve terms and may take someg solace i1n the facrt that the

'Western economles are also exper1enc1ng serious dlfflcultxes “and

. _ challenpes

- e LS T .—;:_v:_;‘_,"“*:.._:‘._.‘-,:—... T LT T e TUTIT e R L
- T BAias 7 @ T s P Lt TSRO =

P EERAD G T R MO I N TR AT TS0 To ot T S o S S T

~ PER S

domestic economic polxcy, however, is the inabirlity or
unwillingness of the present ageing'readership tTo underiake'-
dectsive actions and fundamental reforms. The rul 1pe group,
knowitng that 1ts remaining tenure is limited, seems 1incapable of
méklng the hard policy choices 1nvolved in shifring resource

allocations, modifying administrative arrangcmenfs, and chang}ng

> - o~
W -

.
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organizational structures. Such decisions would necessarily
:_affect,entrenched»institutional Interests and generate

bureaucratlc COHfllCLS, and would be irguvnt w1th polltlcal

uncertazntles.' Fundamental changes in economlc policy thusxnust

o awalt a leadershlp that reco ﬁxzes the economxc rxsks of oollcy

-Aﬁlmmobxllsm and that 1s more reform-mxnded than “the present

leaders.‘ ' ;flA ,“V' j. - | B

-Outlook‘for ihé'Economz‘

-

The economlc problems now facing the Soviets are for the

most part famlllar. , i .

. . . .!

o Agrlculture continues to suffer from chronic
organizational 1nefficiencies. and remains vulnerable to

wide swings in performance because of climatic co

0o Invesiment has had difficulty in keeping up with an

enormous, aging capital stock; hence, capiltal stock growth

©omust negeosarlly slow. o - - L =T

o} Growth in product1v1ty has lost mueh of i1ts steam as

Lo EIG T 0 UUO- s U SO U LS T o e treie B e, e . T o - - .
C e e -_5"7~-rr¥‘9‘c—c-:l-":*b’:rﬁ")":—?}',‘f-'f‘:"f‘li'.u-tii. CER T Dot ey and grac Toer ooy

XHPPH[1V“5 have beeﬂ dull :d Dy shortages of

and a bu;ldub of excess savings.
While the problems are familiar, their intensi1ty has
1ncreased-~-leaving the Politburo with less and less room for
maneuver. In the 19605 and early ’9703, the Sovx»t leadership

could satvssfy a. number of economic prlorxtles simul taneous lv. S

14 -
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iﬁwﬁ.. Y - fAveraae 11v1ng standards rose dramatlcally.
o Productive capacfty 1ncreased-ra01d1y in all sectors of

the etonomy.

iﬁ;;lmpr8551ve etpan51on of m111tary forces.-;f
A.multl szded attack on prlorltles w111 no longer be‘:
. posszble in the 19805. " In this new enV1ronnent there w111 be

some "losers,“ greatly complxcatlng d301s1on makln

]
H

o GNP growth may average less than 2 percent per year over

the current decade. . : _ o >

0 If defense spendlng continues to rise at about 4 percent
per year, the defense share in 1nerements 1o GNP eould

rise from about 1/4 now to 1/2 in the mid-1980s and to 2/3

by 1990.
o glow»r growth 1n indusiry and steady growth 1n defense
.. ‘. __\m.

S

means much SIOWer growih 1n 1nvestment and increasing

T=ns1ons among ve3ional 1nier=sis.

P ——— Ty TSR LTSRS T TR - . LI TTToLAT

R e N A e o - Ry

R Sponsors. oo "onsum@f—orrJV“bd'Uro&~mv9fﬁrrr

| 1ncreasing1y less 1o work with, and those responsxoie for
public order will have to WOTTY more about the
population's mood.

Whereas the present leadership 1s not dtspoéed to undertake-

new policy ‘1m1ttatives, economie erreumsiances, 1n the mid-to-late

. 15
- Approved For Release 2006/05/25 : CIA-RDP84B00049R001303120014-2 .- T

:o“,Sustalned grewth—4n defense spendlnd led to malor.ﬂ ; .,%fﬂ@

ﬁ~fqua11tat1ve 1morovements ln heapons systoms as well as an.
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19805 w111 10 force the Sov1et leadershlp then 1in pOWer to decxde

anew on develepmant przarltxes and~—perhaps——on the need for

PRl s P~ Cee =t °-. B—

. . eCOnomL ¢ reform.. . R A i i

,Increasxnw Need for Western ‘Support

{fi”."fwutff‘ Because of 1ts econdmlc d1ff1cu1t1es,'we thxﬂk that the'USSR
W111 have an’ eVen greater need for Western goods ln the 19805- fﬁ§~

Spec1flca11y, WEStern nnports could help allevxateﬁ_

'o The Productlv1tv Lag B "'_ oo L -

.VImports of'Western plant and equlpment tﬁouwﬁ ﬁéw oﬁly
. R about 5 percent of total domestic lnvestmint,lnake a .
é } SR dxvproportlonately large contribution as they are more
_j” ) ’ 'uww7 pPOdUC[lVB than theilr Sov1et~de51gned counterparLs.
“ Moreover,-imports are concentrated in those sectors most
crucial to technological progress——-e.g., chanleais and

mauhxne bu11d1n¢

PRI P Tuel Shortaves o ‘ s .

Imported Western o1l and gas equipment can help locate and

S ,f,.r:q e e e O T T ES T R e FORT O S Y aisdiom i iseiora -

depletion of the dep031ts now under produCC1on.

o TIndustrial Bottlenecks

Stesl shortages, for example,- are hindering production of
civilian machinery. Continued imports of steel would help

counter the effects of 1nadequate Soviel investment 1n new

steel capacity.

_ _ 16 =
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'because the USSR'S scarce stock of resources could not be

'”;ﬁyro" Pressure on Defense Spending

Approved For Release 2006/05/25 : CIA-RDP84B00049R001303120014-2 .

'A‘contlnuafionhéf high growth rafes for defeﬁse deséité
fﬁe i5w eédnomlc growth rates projected for the 1980sb;dil
. lead idfan 1hev1tab1e eroéion of the ciVilian ﬁachxne'*'j_ g
ﬂé;;bulldlng sector.- Imports of'Western plant and equlpnent :-d i

:Z:could bolster the c1v111an 1ndustr1a1 base..

e o

o Consumer'Welfare

’Food 1mports, especxally graln and meat could be erucial
to'malntalnlng consumer morale and enpouraging labor

productxvxf&.during the 1980s.

Imports of Equipment and Technology :

=< 1f the USSR were denied access to Western equipment and
technology, the Soviets would be forced to go 1t alone, entailing
major losses 1n product quality and labor produectivity. Soviet

leaders would most fear a decisive interruption i1n commerce

streeched 10 acconmodate a sudden demand for 1mportT

s e
wordoa oS e IS vETTITIE

Subs Tl rusesi T Theywonl d- especi@t lyrwakotds s

Lw

- - - T e TN

cf frade 1n thae next several xcers'bacause

v

1
o

2y Bziliteve fhat
So?!et vconomi¢ problems will be toughest in the short and
medium-term. Wh11e/ahgzﬁigiiiiﬁ}§éd %o'ﬁs—orxg;n equipment and
IbChHOlO“" would De dlsrﬁptlve 1n thé short term, oither Wesiern
and some East Europeén equipment and technology érov1de adequa;e’

substitutes. A narrow group of items specifiec to o1l and gas

o 17_
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a notable exception, but even here industey exoertsvéay»thet

‘supportlng the growth 1n 11v1ng standards necessary 10 raise e

e . SECRET LT st
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exploration and production, such as submersible pumps, represents -

Vforelgn replacements could be found within a few years. .. R

Imports of Agrzcultural Products'w

Western 1mports are lmportant To SOV1et planners in

et
-~ c .

;'worke 1 le and product1v1ty CEven” thh normal harvests,

Moscow wxll need to buy 20-30 mllllon tons of grain annually fon

'at least the next several years to support announced lzvestock

!
expansion programs.A If all Western suppliers w»r? to suspend

grain Saleb to the UDSR Moscow would be forced to take one or
_more of the f0110w1n0 steps:
o) reduce Investock herds to alleviate some of the pressure
on feed supplles;
. 0 cxpand rationing and other conservation measureg,
l"fté halt meat and grain exports to elient states; AR

o) dPlW down stratedxc grain reserve%

rLaLu ST T O L bzfe DOBMIST SO U e Pormyr ooesed

effeer. Moscow could buy most of the grain 1t needs from other

suppliers, as 1t did after the post-Afghanistan embargo, althouch
b= - or

The USSR would have 1o pay premium prices for ithe grain s~ad COD:
3 M v HUt Ehe 2 SO D e

with port congestion. .

The NNole of Western Creditis

Bur any yncrease 1n-purchases of Western goods will depend
N -

’ 18
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L

;;;m.”,,¢haye to rely more on gold ‘sales and on Western borrowxng 1f 1t 1s

ﬁf;goods.: GlVen 1ts low debt -service _ratio, Mbscow should have _ ﬂg;¥fi5

'fi 11tt1e dlffxculty raxslng add1t10na1 funds as long as credlts are
"tled to'lmports and the polltxcal clxmate does not deterxorate
'greatly._'The USSR however, w111 want lon¢~tenn credlts at
Tlnterest.rates lower than those now prevalllnc in the Wést.:

. Otherwxse, the beneflts of borrowxng would be greatly dlmlnlshud

. tested.

3ZImnllcatlons of the Economlc Slowdovn for WEStern Leverage

e

CE o o AT oL E | | - &
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pf1mari1y on Soviet ability to obtain hard currency credits and - -

the terms on whlch these credits are granted. Thus, Moscow will

to avoxd cuttlnv 1mports of agrlcultural products or capztal o

SRR < e
el . .

.--.'.- .

RO

D -

H

i
by a. rapid buzld up of repayment oblxcatxons. Everl under

favorable c1rcumstances the Soviet hard currency position will be
extremely tight and Moscow's willingness to supply hard currency

goods-and assistance to 1ts East European allies will be sorely

In summary, we ]udde that Soviet leaders will resist any

ot ‘{-;, Cise s mba-_--'g Da2acanse "t?z,‘:’f"i?- 2live ThRLz o T T TaeE

!
i
&
'ad

o any response to such 2 threat would amount to aopeasenent

and would undermine their position both internationally

and domestically; -

o their economic problems, while serious, are not cause for
panic, and should begin to ease during the 1880s; and

o the damage caused by an embargo would not lead to domestic

i b

-r
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turmoil. Thé”SOVIQE'bbpﬁlaifoﬁ,

in their view, has had to
endure much worse-hardships and if ﬁeeessary could do so-

'»j““;f:,i_;3*14aga1n;"ffj[;;Lf_ R TR e T

“matever the Sov1et perceptlons, a W1despread, sustalned }~55

embargo would cause substant1a1 dlsruptlon and dlslocatlon.

R e
gt

B Several ma]or development prOJects would be ser:ously delayed

and.Moscow would have to abandon 1ts goals for consumpnlon of

llvestock pLoducts. A partlal embargo would not hurt the Sovxet

-

Unlon nearly as nuch although measures as llmltedlas

_adnlnlstratxve delays 1in approv:ng equlpment and technology

'exports would force plan ad]ustments. Polltlcally, the Soviet

leadership mlght'respond by taking an even more aggressive stance

1nternationally. They probably would see little positive

1ncentIVB in restraxnxna their behav1or abroad and mxvﬁL belxeve

that foreign adventurlsm could be uSed to rally support for

f'Oconomlc sacrlflces a2t home. _ . . T

-~ "
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